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Part 1- Annual Budget 

1.1 Mayor’s Report 

To be inserted after council meeting 

THE MAYOR 
COUNCILLOR S VUSO 


1.2 Council Resolutions 

On the 30'^ March 2016 the Councii of Koukamma Local Municipality will meet in Kareedouw, to 
consider the approval of the Draft Annual budget of the municipality for the financial year 2016/17 
MTREF. It is recommended that Council approves and adopts the following resolutions: 

1. The Council of Koukamma Local Municipality, acting in terms of Section 24 of the Municipal 
Finance Management Act (Act 56 of 2003) approves: 

1.1. The Annual Budget of the municipality for the financial year 2016/17 and the multi-year 
and single-year Capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance(revenue and expenditure by standard classification); 

1 .1 .2. Budgeted Financial Performance (revenue and expenditure by municipal vote) 

1 .1 .3. Budgeted Financial Performance {revenue by source and expenditure by type); and 

1.1.4. Multi-year and single-year and single year capital appropriations by municipal vote 
and standard classification and associated funding by source. 

1.2. The financial position, cash flow budget, cash-backed reserve/ accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following table: 

1.2.1. Budgeted Financial Position; 

1 .2.2. Budgeted Cash Flows 

1 .2.3. Cash backed reserves and accumulated surplus reconciliation; 

1 .2.4. Asset management; and 

1 .2.5. Basic service delivery measurement. 

2. The Council of Koukamma Local Municipality, acting in terms of Section 75A of the Local 
Government: Municipal Systems Act, (Act 32 of 2000) approves: 

2.1 . The property rates tariffs- as set out in Annexure C, 

2.2. The tariffs for electricity- as set out in Annexure C 

2.3. The tariffs for Sanitation-as set out in Annexure C 

2.4. The tariffs for refuse- as set out in Annexure C and 

2.5. Any other municipal tariffs as set out in the Tariff book 

3. The Council of Koukamma, acting in terms of Section 75A of Local Government: Municipal 
Systems Act (Act 32 of 2000) approves the tariffs for other services, as set out in Annexure C. 
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4. To give effect to the municipality's annual budget, the Council of the Council of Koukamma Local 
Municipality approves that: 

4.1. The cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all Capital reserves and provisions, unspent 
conditional grants are cash backed as required in terms of Regulation 8 of the Municipal 
Budget and Reporting Reguiations, 2009(MBRR). 

5. For Council to adopt the Service Level Standards as required by the National Treasury in MFMA 
Circular 78. 

6. For Council to note the Progress report of Municipal Standard Chart of Accounts (mSCoA) 
Progress report as required by the National Treasury in MFMA Circular 78. 
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1.3 Executive Summary 

The application of sound financial management principles for the compilation of the Municipality’s 
financial plan is essential and critical to ensure that the Municipality remains financially viable and 
that municipal services are provided sustainably, economically and equitably to all communities. 

Section 21 of the Municipal Finance Management Act deals with Municipal Budgets and describes 
the entire budgeting process. The Mayor is tasked with the co-ordinating the processes for preparing 
the budget, reviewing the Integrated Development Plan (IDP) and budget related policies. The 
Accounting Officer, as per Section 68 of the MFMA, is required to assist the Mayor in developing and 
implementing the budgetary process. 

Great emphasis was placed in ensuring that the budget is realistically funded. A complete analysis 
of the various financial scenarios and outcomes was done and the best viable solution sought. 

In addition to the budget, an amendment to the Municipal Systems Act (MSA) and Chapter 4 of the 
MFMA require that the Integrated Development Plan (IDP) be adopted at the same time of adopting 
the budget. The IDP informs the budget and their simultaneous adoption will ensure that the budget 
is properly aligned to the IDP and ensure that planned projects are credible and that the budgets 
are realistic and implementable. The budget was drafted in conjunction with the IDP. 

The annual budget was prepared in accordance to the National Treasury’s content and format as 
contained in Circular 78 & 79. The two concepts considered were: 

1) That the budget must be funded according to Section 18 of the MFMA(as mentioned above), 
and 

2) That the budget must be credible. 

A credible budget is described as one that: 

• Funds only activities consistent with the draft IDP and vice versa ensuring the IDP is 
realistically achievable given the financial constraints of the municipality. 

• Is achievable in terms of agreed service delivery and performance targets. 

• Contains revenue and expenditure projections that are consistent with current and past 
performance and supported by documented evidence of future assumptions. 

• Does not jeopardize the financial viability of the municipality{ensures that the financial 
position is maintained within generally accepted prudential limits and that obligations can be 
met in the short, medium and long term); and 

• Provides managers with appropriate levels of delegation sufficient to meet their financial 
management responsibilities. 
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The Municipality's business and service delivery priorities were reviewed as part of this year’s 
planning and budget process. Where appropriate, funds are transferred from low-to high- priority 
programmes so as to maintain sound financial stewardship. A critical review was also undertaken of 
expenditures on noncore and 'nice to have items’ as approved by the Cabinet. 

The Municipality has embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. The Municipality has also adopted a 
conservative approach when projecting its expected revenue and cash receipts. 

The main challenges experienced during the compilation of the 2016/17 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy 

• Aging and poorly maintained roads and electricity and water infrastructure. 

• The need to reprioritise projects and expenditure within the existing resource envelope 
given the cash flow realities and declining cash position of the municipality’ 

• The increased cost of bulk electricity ( due to tariff increases from Eskom), which is placing 
upward pressure on service tariffs to residents, 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as 
the need to fill critical vacancies; 

• Availability of affordable capital/borrowing. 

• Low collection rates and 

• Cash flow challenges 

The following budget principles and guidelines directiy informed the compilation of the 2016/17 
MTREF; 

• The 2015/16 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget adopted as upper limits for new baselines for the 
2016/17 and annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk 
electricity. In addition, tariffs need to remain or move towards being cost reflective, and 
should take into account the need to address infrastructure backlogs. 

• There will be no budget allocated to National and Provincial funded projects uniess the 
necessary grants to the municipality are reflected in the National and Provincial budget and 
have been gazetted as required by the annual Division of Revenue Act (Dora) or MTBPS. 
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Table 1 Consolidated OverView of the 2015/16 MTREF 


2015/16 

ADJUSTMENTS 


Budget year +1 Budget year +1 Budget year +2 


DESCRIPTION 


201617 


201718 


201819 


BUDGET 


Operational Income 
Operational Expenditure 
Capital Expenditure 
(SURPLUS) /DEFICIT 
Depreciation 

NET (SURPLUS) /DEFICIT 


-149 791 266.70 -135 120 185.24 -139 595 364.42 -148 244 780.76 

132 801 747.76 137 556 545.24 147174178.74 156 270 745.13 

39 333 300.94 18 659 300.00 14 824 776.60 15 699 438.42 

22 343 782.00 21 095 660.00 22 403 590.92 ' 23 725 402.78 

22 343 782.00 21 095 660.00 22 403 590.92 23 725 402?^ 


0.00 


- 0.00 


Total operating revenue has decreased by 11.0 per cent or R14.67 million for the 2016/17 financial 
year compared to the 2015/16 Adjustments Budget. This is mainly due to the faet that the grant has 
decreased significantly from the compilation of the adjustments budget to the new financial year.. 
For the two outer years, operational revenue for rates and services will inerease by 6 % and 6 % 
respectively. 

Total operating expenditure for the 2015/16 financial year has inereased by R4 714 million or 3.4 
per cent, when compared to the 2015/16 Adjustments Budget. For the two outer years, operational 
expenditure will inerease by 6 % and 6 % respectively. 
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1.3.1 OverView of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political guidance 
in the budget process and setting of priorities that must guide the preparation of the budget. In 
addition Chapter 2 of the Municipal Budget and Reporting Regulations (MBRR) States that the 
Mayor of the municipality must establish a Budget Steering Committee to provide technical 
assistance to the Mayor in discharging the responsibilities set out in Section 53 of the Act. 

1.3.2 OverView of budget related- policies 

The Municipality s budgeting process is guided and governed by relevant legislation, frameworks, 
strategies and related policies. The follovi^ing draft budget polices will be tabled for consideration w/ith 
the draft budget: 

• Supply Chain management 

• Credit Control and Debt Collection 

• Indigent Support 

• Rates 

• Write off 

• Tariff 

• Virement 

1.3.3 OverView of budget assumptions 

1 .3.3.1 External factors 

Due to the slowdown of the economy, companied by the geographical are of the municipality: 
financial resources are limited as result of slow/no economic growth, this therefore reduces 
payment levels by consumers. The high levels of unemployment, resulted in declining cash inflo\«s, 
which has necessitated restrained expenditure to ensure that cash outflows remain within the 
affordability parameters of the Municipality's finances. 

1.3. 3. 2 General Inflation Outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 2016/17 
MTERF: 

• National Government macro-economic targets; 

• The general inflationary outlook and the impact on Municipality’s residents and businesses. 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity; and 

• The increase in the cost of remuneration. 
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1. 3.3.3 Collection rate for revenue services 

The current collection rate of the municipality is below 50%, this necessitates aggressive revenue 
enhancement strategies. Therefore base assumption is that tariff and rating increases will increase 
at the same rate as CPI. 

As part of the revenue enhancement strategies to be implemented, new proposed tariffs are to be 
introduced during the newfinancial year, as well as a step tariff for electricity. 

An action plan is also developed by the finance department to address the low collection rate. 

1. 3.3.4 Salary increases 

In accordance with the guidance in the MFMA circular 78 as the Salary wage agreement that was 
signed, salaries were adjusted by 8.6%. This also takes into account salary notch increases of 1%. 

1.3.3. 5 Impact of national, provincial and local policies 

In compilation of the draft budget for 2016/17, cognisance was taken of Provincial and National 
strategies. 

1. 3.3.6 Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at least 97 per cent is achieved on Operating expenditure and 
70 per cent on the Capital Programme for the 2015/16 of which performance has been factored into 
the cash flow budget. 

This basis has thus been used as a benchmark for the 2016/17 annual budget. 

1. 3.3.7 Cost containment 

Due to cash flow constraints within the municipality, operational costs are kept at a minimum. 
Officials do not make use of air transport and workshops, trainings and other events are not 
attended, uniess special permission is granted by the Municipal Manager. All Travel and 
subsistence claims, must be accompanied by a pre-approval(trip authority) as well as a memo 
directed to the CFO as to why an official attended a specific event. 


1.4 Operating Revenue Framework 


For Koukamma to continue improving the quality of services provided to its community it needs to 
generate the required revenue. The municipality is currently faced with a collection rate of <50%, 
inn these tough economic times strong revenue management is fundamental. The reality is that we 
are faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably aiways exceed available funding; hence difficult choices have to be made 
in relation to tariff increases and balancing expenditures against realistically anticipated revenues. 

The municipality’s revenue is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the Municipality and continued economic development; 

• Electricity tariff increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by establishing/ calculating the revenue requirement of 
each service; 

• The municipality’s Property Rates Act,2004 (Act No. 6 of 2004) (MPRA) and amendment of 
2014. 

• Increase ability to extend new services and recover costs. 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff Policies of the Municipality. 
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Table 2 Summary of revenue classified by main revenue source 


EC109 Kou-Kamma ■ Table A4 Budgeted Financial Performance (revenue and expenditure) 


CU T\UU'r\diimi<i • lawic m uuu^cicu i 

Description 

R thousand 

Ref 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 M( 

Exper 

jdium Term R( 

iditure Framev 

wenue & 

irork 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adj usted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Revenue By Source 












Propert/ rates 

2 

13 443 

13 285 

15 488 

15742 

15742 

- 

- 

16686 

17721 

18 766 

Property rates - penalties & collection charges 












Service charges - electricity revenue 

2 

1677 

1773 

2132 

2 031 

1698 

- 

- 

1800 

1911 

2 024 

Service charges - w ater revenue 

2 

6 872 

9691 

9 736 

9 347 

9 347 

- 

- 

9 907 

10522 

11142 

Service charges - sanitalon revenue 

2 

6183 

7112 

7741 

7 500 

7 500 

- 

- 

7950 

8443 

8 941 

Service charges - reiuse revenue 

2 

2 952 

3 401 

3 560 

3 878 

3 878 

- 

- 

4111 

4 366 

4 624 

Service charges • other 












Rentai of facilities and equipment 


131 

453 

333 

248 

321 



342 

363 

384 

Interestearned - extemal inveslmenls 


597 

710 

297 

335 

82 



32 

34 

36 

Interesteamed - outstanding debtors 




5554 

5 000 

7012 



7 475 

7 938 

8407 

Dividends received 




- 


- 






Fines 


486 

656 

672 

2 000 

1400 



1484 

1576 

1669 

Licences and permils 


- 

1548 

9 

1169 

1317 



30 

32 

34 

Agency services 


1362 

- 

1492 

2000 

2000 



2136 

2 269 

2 403 

Transfers recognised - operational 


61 314 

65 522 

56 428 

43 239 

43 239 



44 480 

45 813 

49189 

Other revenue 

2 

1736 

693 

1176 

15 376 

17 307 

- 

- 

19293 

18943 

20 300 

Gains on disposa! ofPPE 




23 


180 






Total Revenue (exciuding Capital transfers 


96 752 

104 846 

104 640 

107 864 

111 022 

- 

- 

115 726 

119 930 

127 919 

and contributions) 






I 







In line with the formats prescribed by the Municipal Budget and Reporting Regulations (MBRR), 
Capital transfers and contributions are exciuded from the operating statement, as inciusion of these 
revenue sources would distort the calculation of operating surplus/deficit. 


As the municipality is largely grant dependant, most revenue is from the National government, 
comprising of 47.3 per cent. All income from these grants has been gazetted as part of the Division 
øf revenue act. Secondly revenue generated from rates and services charges also forms a 
significant percentage of the revenue basket. In the 2016/17 financial year, revenue from services 
charges is estimated to total R23 768 million and property rates at RI 6 686 million. 

As part of the budget process for the 2016/17 financial year, an application was put to the National 
Energy Regulator (NERSA) to change the current step-up tariffs. Approval of this is still outstanding. 

The other item contributing to revenue is “other income’ \A/hich consists of various items such as 
income received from permits and licences, building plan fees, connection fees, rental of facilities 
and other sundry income. Departments have been urged to review the tariffs of these items on an 
annual basis to ensure they are cost reflective and market related. 
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Table 3 Operating and Capital Grants Receipts 


Grants 

2016/17 

2017/18 

2018/19 

Capital 




Direct 




MIG 

14 694 000.00 

15 665 000.00 

16 326 000.00 

ACIP 

4 700 000.00 



INEP 


4 000 000.00 

4 000 000.00 

Indirect 




RBIG 

8 987 000.00 

1 684 000.00 


INEP 

1 768 000.00 

1 922 000.00 

2 033 000.00 


30 149 000.00 

23 271 000.00 

22 359 000.00 

Operational 




Equitable s hare 

39 760 000.00 

42 981 000.00 

46 102 000.00 

FMG 

1 825 000.00 

1 900 000.00 

2 155 000.00 

DSRAC 

932 000.00 

932 000.00 

932 000.00 

Enviromental health 

962 926.00 



EPWP 

1 000 000.00 




44 479 926.00 

45 813 000.00 

49 189 000.00 





Total 

R 74 628 926.00 

R 69 084 000.00 

R 71 548 000.00 


As indicated in the table above, is a breakdown of both Capital and operational grants to be received 
in the 2016/17 MTREF. The funding from ACIP will be utilised towards Water and Sanitation 
projects. 

1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective property 
rate tariff is therefore an integral part of the municipality’s budgeting process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the Municipal 
Property Rates Act, with the regulations issued by the Department of Co-operative Governance. 
These regulations came into effect on 1 July 2009 and prescribe the ratio for the non-residential 
categories. Public Service Infrastructure and agricultural properties relative to residential properties 
to be 0,251:1. The implementation of these regulations was done in the previous budget process 
and the Property Rates Policy of the Municipality has been amended accordingly. 

In terms of the Municipal Property Rates Act, property valuations need to be assessed every four 
years for inciusion in the General Valuation Roli. The municipality has an updated valuation roil; 
however a supplementary valuation will have to be completed before implementation of the new 
valuation roil. 
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Table 4 Comparlson of proposed rates to be levied for the 2015/16 financial year 

Tariffs are attached as a separate appendix to the report. 

1 .4.2 Sale of Electricity and Impact of Tariff Increases 

Considering the Eskom increases and the meeting dated April 2013, with the delegation from the 
NERSA the Municipality was advised that a stepped tariff structure needs to be implemented from 1 
July 2013. However the municipality thought it well to maintain the current tariff structure during the 
2014/15 financial year. During the 2015/16 budget process, this decision was revisited and 
consequently conciuded that the step- tariff structure will need to be implemented, an application in 
this regard was made to NERSA. The decision was kept constant for the 2016/17 financial year. 
Registered indigents will again be granted 50 kWh per 30 day period free of charge. 

The following tables show the proposed changes to the current tariff structure; 

Table 4: Tariff structure (Electricity) 


2015/16 I 

I 2016/17 

Prices per cent (Excl VAT 

Block 1 (0 - 50Kwh) 

R 

0.80 

Block 1 (0 - 50Kwh) 

0.85 

Block2 (51 - lOOKwh) 

R 

1.00 

Block 2 (51 - 350Kwh) 

1.35 

Block 3 (101 - 200Kwh) 

R 

1.50 

Block 3 (351 - 600Kwh) 

1.65 

Block 4 (>200Kwh) 

R 

2.00 

Block 4 (>600Kwh) 

1.95 


With the above increases the aim is to both increase revenue and encourage consumers to use 
electricity wisely as our country’s national grid is under severe pressure. No basic charge will be 
levied for electricity. 
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1.5 Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2015/16 budget and MTREF is informed by the 
following: 

• Balanced budget constrain (operating expenditure should not exceed operating revenue) 
uniess there are existing uncommitted cash-backed reserves to fund any deficit. 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The Capital programme is aligned to the assets renewal and backlogs eradication. 

• Operational gains and efficiencies will be directed to funding the Capital budget and other 
core services, and 


Table 5 Summary of operating expenditure by standard classification item 


Expenditure By Type 












Employee related cosis 

2 

30 799 

33451 

39116 

43 274 

41007 


. 

44170 

47 350 

50 616 

Remunefalion of councillors 


2 539 

2768 

2 901 

4646 

2921 



3120 

3314 

3509 

Debl impairment 

3 

19 001 

10 332 

19638 

15 387 

18769 



23476 

26 703 

28 279 

Depreciation & asset impairment 

2 

19854 

18907 

16 883 

22 344 

22 344 

_ 

_ 

21096 

22404 

23 725 

Finance charges 


466 

346 

650 

196 

408 



422 

446 

475 

Bulk purchases 

2 

2 579 

2738 

2674 

3425 

3451 

_ 

_ 

3 774 

4 008 

4245 

Other materials 

8 











Coniracfed services 


2854 

2845 

3 351 

3325 

3428 

_ 


1756 

1865 

1975 

Transfers and grants 


39009 

45061 

25 094 

17028 

20 323 

_ 

_ 

18 200 

18 204 

19217 

Other expenditure 

4.5 

20812 

22 563 

18547 

21251 

20 204 

_ 


21542 

22 878 

24230 

Loss on disposai of PPE 


464 

60 









Total Expenditure 


138 377 

139 071 

128 853 

130876 

132854 

- 

_ 

137 557 

147 174 

156 271 

Surplus/fDeficit) 


(41 624 ) 

( 34226 ) 

( 24213 ) 

(23 013 ) 

(21 832 ) 

_ 

_ 

(21 830 ) 

( 27244 ) 

(28 352 ) 

Transfers recognised - Capital 


13209 

30218 

24 856 

19949 

38 821 



19 394 

19 665 

20 326 

Contributions recognised • Capital 

6 

- 

- 

- 

_ 







Coniribuled assets 












Surplus/fDeficit) after capItal transfers & 


(28 415 ) 

( 4008 ) 

643 

(3 064 ) 

16 989 

- 

- 

(2 436 ) 

(7 579 ) 

(8 026 ) 

contributions 













The budgeted allocation for employee related costs for the 2016/17 financial year totals R47 290 
million, which equals 34.4 per cent of the total operating expenditure. Circular 70 guidelines have 
been implemented with regards to the percentage of employee costs to operational expenditure is 
between 30-40%, the municipality is thus within these limits. Furthermore as per Circular 78, a 
guideline increase of CPI + 1% was proposed. 

The cost associated with the Remuneration of Councillors is determined by the Minister of 
Cooperative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). The most recent Proclamation in this regard has not yet 
been finalised as negotiations are still underway. 
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The provision of debt impairment was determined based on an annual collection rate per services 
which is currently as follows: 

• Property rates: 70% 

• Sewerage: 13% 

• Water; 22% 

• Electricity:10% 

While the expenditure is considered to be a non-cash flow item, it informed the total cost associated 
with rendering the services of the municipality, as well as the municipality s realistically anticipated 
revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. 

Depreciation is widely considered a proxy for the measurement of the rate asset consumption. 
Budget appropriations in this regard total R 21 096 million for the 2016/17 financial year and equate 
to 15.3 percent of the total expenditure. Note that the implementation of GRAP 17 Accounting 
Standard has meant bringing a range of assets previously not included in the assets register onto 
the register. This has resulted in a significant increase in depreciation relative to previous years. 

Bulk purchases are directiy informed by the purchase of electricity from Eskom. The annual price 
increases have been factored into the budget appropriations and directiy inform the revenue 
provisions. The expenditures inciude distribution losses. 

Other materiels comprise of amongst others the purchase of materiels for maintenance. In line with 
the Municipality’s repairs and maintenance the expenditure has been prioritised to ensure 
sustainability of the Municipality’s infrastructure. 

The following are the main expenditure categories for 2016/17 financial year: 

• Employee related costs 

• Remuneration of Councillors 

• Debt impairment 

• Depreciation and Asset Impairment 

• Bulk Purchases 

• Transfers and grants 
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1.5.1 Free Basic Services: Basic Welfare Package 

The welfare package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services that households are required to register in 
terms of the Municipality's Indigent Policy. An amount of RI 5 459 million has been allocated from 
the 2016/17 eguitable share to provide relief to the indigent consumers. Taking cognizance of the 
plight of the poor and affordability of basic services, 6kl of free water and 50kwh of electricity per 
month, refuse, sanitation; grave site as well as rebates on rates is applicable. 
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1.6 Capital Expenditure 

Capital expenditure for the next three years will be funded solely by Grants and other external fund 
sources. This is due to significant constraints of Council funds as highlighted in the sections above 
and the significant impact that the increase in the bulk electricity tariffs had on the cash flow of the 
municipality. The Capital Grants to be received are highlighted in the Executive Summary above. 


Table 6 Capital expenditure by standard classification 


Capital Expenditure • Standard 

Governance and administration 

Executive and council 

Budget and Ireasury oflice 

Corporate services 

Community and public safety 

Community and social serv ices 

Sport and recreation 

Public safety 

Housing 

Health 

Economic and env/ronmenfa/ services 
Planning and development 

Road transport 

Environmental protection 

Trading services 

Electricity 

Water 

Waste water management 

Waste management 

Of/ier 


346 

206 

40 

101 

727 

707 

20 

582 

582 

10180 

10179 

1 

1 364 

913 

41 

410 

3 919 

3 919 

1 638 

1 638 

18 548 

18 524 

24 

738 

738 

5 242 

4 290 

952 

12 001 

11654 

347 

8 051 

61 

6 572 

1418 

83 

83 

5 500 

5 500 

3 200 

3 200 

10 498 

2 000 

5 568 

2 930 

1 044 

261 

783 

14 051 

9 999 

880 

3172 

6 700 

6 700 

17 539 

2 000 

11566 

3973 

- 

- 

18 659 

6 017 

12 642 

14 825 

6 390 

8 435 

15 699 

6 767 

8 932 

Total Capital Expenditure • Standard 

3 

11 835 

25 469 

26 032 

19 281 

39 334 

- 

- 

18 659 

14 825 

15 699 

Funded by: 

4 

5 

6 

10 771 

680 

22 463 

2 732 

23985 

1374 

214 


34 290 

3 472 

1229 



18 659 

14 825 

15 699 

National Government 

Provinciat Government 

District Municipality 

Other transfers and grants 

Transfers recognised - capital 

Public contributions & donations 
Borrowing 

Internally generated funds 

19 198 

ww 

384 

— wm 

273 

— mfT 

347 

113 

— ww 

83 

35W 

343 




14é}y 

15 699 

Total Capital Runding 

7 

11 835 

25 469 1 26 032 

19 281 

39 334 


■ 

18 659 

14 825 

15 699 


Table 7 Capital expenditure by project 


Project 

Total Cost 

Coldstream bulk water supply 

1 245 787.47 

Stormsriver Replacement of Low Pressure 
water mains 

6 017 700.00 

Rehabilitation of Louterwater Water Treatment 
Works 

10 347 700.00 

Laurelridqe rehabilatation of WWTW 

2 200 000.00 
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Part 2: Supporting Documentation 
2.1 Annuai Budget tables 

The following pages present the ten budget tables as required in terms of Section 8 of the Municipal 
Budget and Reporting Regulations (MBRR). These tables set out the municipality’s 2016/17 budget 
and MTREF as approved by the Council. Each table is accompanied by self-explanatory notes. 

Table 8 MBRR Table Al- Budget Summary 


EC109 Kou-Kamma » Table Al Budget Summary 


Description 

R thousands 

^Tniinciil Pfrrfo rnh ilf 1 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adj usted 
Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

♦2 2018/19 

Property rates 

13 443 

13 285 

15 488 

15 742 

15 742 



16 686 

17 721 

18 766 

Service charges 

17 684 

21978 

23 169 

22 756 

22 423 

_ 


23 768 

25 242 

26 731 

Investmentrevenue 

597 

710 

297 

335 

82 

_ 

_ 

32 

34 

36 

Transfers recognised - operational 

61 314 

65 522 

56 428 

43 239 

43 239 

_ 


44 480 

45 813 

49 189 

Olher own revenue 

3 714 

3 351 

9 258 

25 792 

29 537 

- 

- 

30 760 

31 121 

33 196 

Total Revenue (exciuding Capital transfers 

96 752 

104 846 

104 640 

107 864 

111 022 

_ 

_ 

115 726 

119 930 

127 919 

and contributions) 












30 799 

33 451 

39 116 

43 274 


- 



47 350 


Remuneration of councillors 

2 539 

2 768 


4 646 

2 921 

_ 



3 314 

3 509 

E)epreciation & asset impairment 

19 854 

18 907 

16 883 

22 344 

22 344 

_ 



22 404 

23 725 

Finance charges 

466 

346 

650 

196 

408 

_ 



448 

475 

Materials and bulk purchases 

2 579 

2 738 

2 674 

3 425 

3 451 

_ 



4 008 

4 245 

Transfers and granis 


il£|| 

25 094 

17 028 

20 323 

- 



18 204 

19 217 

Other ex pendilure 

43 131 


41536 

39 963 

42 401 

- 



51 447 

54 483 


T 38 3^7 

ijy u/1 

128 853 



- 



lT7l7r 

156 Ih 


(41 624) 

(34 226) 

(24 213) 

(53 613) 

[5rg35) 

- 




m 352V 

Transfers recognised - capital 

13 209 

30 218 

24 856 

19 949 

38 821 

_ 



19 665 


Conti^ibutions recognised - capital & contrihuted a 

- 

- 

- 







_ 

Surplus/(Deficit) after capital transfers & 
contributions 

(28 415) 

(4 008) 

643 



■■1 


(2 436) 

(7 579) 

(8 026) 

Share of surplus/ (deficit) of associate 

- 

- 

- 






_ 

_ 

Surplus/(Deficit) for the year 

(28 415) 

(4 008) 

643 

(3 064) 

16 989 

- 

- 


(7 579) 


Capital expenditure 

11 835 

25 469 

26 032 

19 281 

39 334 




14 825 

Hi 

Transfers recognised - capital 

11 451 

25 196 

25 573 

19198 

38 991 

_ 

_ 

18 659 

14 825 

15 699 

Public contributions & donations 



347 

_ 







Borrowing 

- 

_ 









Internally generated lunds 

384 

273 

113 

83 

343 






Total sources of capital funds 

11 835 

25 469 

26 032 

19 281 

39 334 

- 

- 

18 659 

14 825 

15 699 

Financial position 

Total current assets 

22 235 

25 876 

21 223 

54 409 

57 790 



22 597 

22 136 

23 493 

Total non current assets 

316 430 

318 366 

327 159 

198 261 

218 314 

- 

_ 

348 752 

369 634 

391 835 

Total current li abi lities 

23 688 

33 913 

36 645 

22 250 

22 250 

_ 

_ 

39 057 

41 394 

43 871 

Total non current liabilities 

2 865 

3 261 

4 026 

1852 

1852 

_ 

_ 

4 291 

4 549 

4 822 

Community weallh/Equity 

312113 

307 068 

307 71 1 

228 568 

252 003 

- 

- 

328 000 

345 827 

366 635 

Cash flows 

Net cash kom (used) operating 

11 975 

27 861 

15 995 

6 883 

26 935 



12 057 

9 585 

10 150 

Net cash kom (used) inv esting 

Net cash ti-om (used) financing 

(11 669) 

(25 144) 

(24 117) 

(7 118) 

(27 171) 

- 

- 

(18 659) 

(14 825) 

(15 699) 

Cash/cash equivalents at the year end 

5 571 

7 982 

166 

0 

(0) 

- 

- 

(190) 

(5 430) 

(10 979) 

Cash bacKing/surplus reconciliation 

Cash and investments available 

5 571 

8 288 

166 

(5 476) 

(5 476) 



177 

187 

199 

Application of cash and investments 

6 487 

15 759 

16 608 

(4 020) 

(3 010) 




27 581 

29 188 

Balance - surplus (shortfall) 

(916) 

(7 471) 

(16 442) 

(1 456) 

(2 466) 

- 

- 

(24 726) 

(27 393) 

(28 989) 

Asset management 

Asset register summary (WDV) 

248 303 

318 366 

327 159 

299 044 

319 097 


348 752 

348 752 

369 635 

391 835 

Depreciation & asset impairment 

19 854 

18 907 

16 883 

22 344 

22 344 

_ 

21 096 

21 096 

22 404 

23 725 

Renewal of Ex isting Assets 

- 

- 

_ 

_ 

22 239 






Repairs and Maintenance 

1 350 

1 796 

206 

1631 

2 030 

- 

1 420 

1420 

1 509 

1 598 

Free services 

Cost of Free Basic Services provided 











Revenue cost of tf ee services provided 

_ 

_ 

_ 

_ 







Households below minimum service level 











Waler; 

_ 

_ 









Sanitation/sew erage: 

_ 


_ 

_ 







Energy; 

_ 

_ 

_ 

_ 







Refuse: 

- 

- 

- 

- 

. 

- 

- 

- 

- 

- 
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Explanatory Notes to MBRR Table A1- Budget Summary 

1. Table A1 is a budget summary and concise overview of the Municipality’s budget from all of 
the major financial perspectives (operating, Capital expenditure, financial position, cash flow, 
and MFMAfunding compliance). 

2. The table provldes an overview of the amounts approved by Council for operating 
performance, resources deployed to Capital expenditure, financial position, cash and funding 
compliance, as well as the municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reforms emphasis the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard; 

o The operating surplus/deficit (after Total expenditure) over the MTREF. 
o Capital expenditure is balanced by Capital Funding sources, of which 
o Transfers recognised are reflected on the Financial Performance Budget, 
o The Cash backing/surplus reconciliation shows that the budget has been funded and 
that this situation is improving year on year resulting in increased working Capital, 
o The section of Free Services shows that the amount spent on Free Basic Services 
and the revenue cost of free services provided by the municipality continues to 
increase. In addition, the municipality continues to make progress in addressing 
service delivery backlogs 


Table 9 MBRR Table A2- Budgeted Financial Performance (revenue and expenditure 
by standard classification) 


EC109 Kou-Kamma • Table A2 Budgeted Financial Performance (revenue and expenditure by standard classification) 


Standard Classification Description 

R thousand 

Revenue - Standard 

Re 

1 

2012/13 

2013/14 

2014/15 

, 

Current Year 2015/16 

1 2016/17 Medium Term Revenue & 

Expenditure FrameworK 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Governance and administration 

Execulive and council 

Budget and treasury Office 

Corporate services 

Community and public safety 

Community and social services 

Sport and recrealion 

Public safety 

Housing 

Health 

Economic and environm ental services 
Planning and development 

Road transport 

Environmental proteclion 

Trading services 

Electricity 

Vi/ater 

Wåste water management 

Waste management 

Other 

4 

42 563 

22 402 
20107 
55 

29 440 

3 994 

486 
24 961 

8 334 
401 

7 933 

29 624 

4129 
15 056 

7 092 

3 346 

43172 

23 948 
18 873 
351 
37170 

1876 

6 968 
28 326 

5 082 
1383 

3 699 

49 659 

4 422 

33 295 
8113 

3 830 

53 089 

26 698 
26 030 

360 
19 757 

3 684 

8 427 

7 646 

3 087 

259 
2178 
650 
53 564 

5 026 
35 693 

8 822 

4 023 

67 033 

28 902 
38 043 
88 
4170 

2168 

2 002 

4 956 

121 

3 920 
915 

51 655 

5 251 
33 239 

8 769 

4 396 

" 

62 565 
27 038 
35 013 

514 
19 988 

6 266 
880 
11927 

915 

6 723 
199 

6 524 

60 568 

4 836 
39 564 
10 723 

5 445 

- 

77 221 

28 242 
30184 
18 795 
4 587 
2128 

1496 

963 
3 078 
207 

2 871 

50 234 

3 013 
31740 
11370 
4111 

81 181 
30 749 
30 471 
19 960 

2 729 

1 140 

1589 

3 272 
220 

3 052 

52 414 

7 200 
28 774 
12 075 

4 366 

86 938 
33149 
32 652 
21 137 

2 835 

1 153 

1682 

3 452 

233 

3 219 

55 020 

7 389 
30 221 

12 787 

4 624 


i! 






- 

135120 

13d 595 

148 245 

Expenditure • Standard 

Governance and administration 

Execulive and council 

Budget and (reas ury Office 

Corporate services 

Community and public safety 

Community and social services 

Sport and recreaton 

Public safety 

Housing 

Health 

Economic and environmental services 
Planning and development 

Road transport 

Environmental protection 

Trading services 

Electricity 

Water 

Waste water management 

Wåste management 

Offier 

4 

40 316 

6 882 
18 763 
14 671 

33122 

4 931 

69 

3 466 
24 655 

1 

6 949 

1 670 

5 279 

57 990 

5 075 
34 064 

11 778 

7 072 

38 792 

8 772 
15825 
14195 

39 460 

5163 

100 

5 469 
28 704 

25 
13 787 

1813 

11973 

47 032 

6 387 
23132 
11599 

5 914 

44 039 

11676 
16 442 
15 922 
20 226 

5 833 

649 

5 727 

8 017 

15 443 

1857 

13 240 
347 

49 145 

6 703 

21 159 

14 082 

7 201 

42 395 

12 474 

14 558 

15 363 
12 864 

7 551 

125 

4 839 
349 

17 030 

4 866 
11483 
682 
58 587 

6 364 
22187 

14 968 

15 067 

44 250 

13 326 
16 510 

14 413 
12 663 

5 601 

425 

5 358 
364 
915 

9 551 

1 045 

8 506 

66 390 

6 351 
25 829 

15 760 
18 451 

- 

44 497 

12 688 
10 518 
21 291 

15169 

8077 

196 

5 564 
336 
996 
14 976 

2 627 
12 349 

62 914 

7 741 
28 436 
16 462 
10 276 

49 207 
13 520 
11235 
24 453 

15 079 

7 488 
208 

5 955 
361 
1067 
15 960 

2 813 
13147 

66 928 

8 222 
30 262 
17 502 
10 942 

52 346 

14 366 

12 010 

25 970 

16 008 

7 907 
220 

6 356 
385 

1 140 

16 962 

3 004 

13 957 

70 954 

8 709 

32 071 

18 555 
11620 

Total Expenditure • Standard 

T 

138 377 

139 071 

128 853 


132 853 

- 

137 557 

i47"l74 

156 271 

Surplus/(Deficit) for the year 

— 

(28 415) 

(3 988) 

644 

(3 064) 

16 990 

- 

(2 436) 

(7 579) 

(8 026) 


Explanatory notes to MBRR Table A2- Budgeted Financial Performance (revenue and 
expenditure by standard) 


1 . Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure 
per standard classification. The modified GFS standard classification divides the municipal 
services into 15 functional areas. Municipal revenue, operating expenditure and Capital 
expenditure are then classified in terms of each of these functional areas which enables the 
National Treasury to compile 'whole of government’ reports 

2. Note the Total Revenue on this table inciudes Capital revenues (Transfers recognised- Capital) 
and balances to the operating revenue shown on Table A4 



3. Note that as genera! principie the revenues for Trading Services should exceed their 
expenditures. The table highlights that this is the case for Electricity. 

4. Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue sources reflected under the Governance and Administration. 


Table 10 MBRR Table A3-Budgeted Financial Performance (revenue and expenditure 
by municipal vote) 

EC 109 Kou-Kamma • Tabie A3 Budgeted Financial Performance (revenue and expenditure by municipal vote) 


CV/ IU3 r\UU*r\dllima • lauic 1 

Vote Description 

R thousand 

Ref 

2012/13 

2013/14 

2014/15 

C urrent Year 2015/16 

2016/17 Me 

Expen 

idium Term Re 

iditure Framev 

ivenue & 

/ork 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Revenue by Vote 

1 

21 192 
20170 

401 

3 998 

24 961 
486 

3 346 

7 092 

7 933 
15 144 
4129 

23 999 
17 718 

269 

1940 
28 326 

7 592 
(10) 

4 694 
10 038 

2 481 
32 947 

2 803 

28 659 

27 811 

169 

3 145 

7 646 

6 325 

4 023 

8 822 

2178 
35 693 

5 026 

28 989 
38 043 
121 

915 

2168 

2 038 

4 396 

8 708 

3 920 1 
33 264 

5 251 

27 252 
35 313 
199 
915 

6 266 

11 927 
880 

5 445 
10 723 

6 524 
39 563 

4 836 

- 

28 243 
48 978 

207 

963 

2128 

1496 

4111 

11 370 

2 871 
31 740 

3 013 

30 750 
50 430 
220 

1 140 

1 589 

4 366 

12 075 

3 052 
28 774 

7 200 

33 149 

53 788 
233 

1 153 

1682 

4 624 

12 787 

3 219 

30 221 

7 389 

Vote 1 - EXECUTIVE & COUNCIL 

Vote 2 - FINANCE & ADMINISTRATION 

Vote 3 ■ PLANNING & DEVELOPMENT 

Vote 4 - HEALTH 

Vote 5 - COMMUNITY & SOCIAL SERVICES 
Vote 6 - HOUSING 

Vote 7 - PUBUC SAFETY 

Vote 8 - SP0RT& RECREATION 

Vote 9 - ENVONMENTAL PROTECTION 

Vote 10 - WASTE MANAGEMENT 

Vote 11 - WASTE WATER MANAGEMENT 

Vote 12 -ROAD TRANSPORT 

Vote 13 -WATER 

Vote 14 - ELECTRICITY 

Vote 15 -OTHER 

Total Revenue by Vote 

i 

108 852 

132 797 

129 497 “ 

127 813 ^ 

149 843 


135 120 

139 595 

148 245 

Expenditure by Vote fo be appropriated 

Vote 1 - EXECUTIVE & COUNCIL 

1 

7 318 

8 390 

15 218 

14 423 

14 848 

_ 

13 826 

14 740 

15 669 

Vote 2 - FINANCE & ADMINISTRATION 


33 956 

29170 

33 089 

27 972 

28 673 

- 

30 670 

34 467 

36 677 

Vote 3 - PLANNING & DEVELOPMENT 


1 670 

1813 

1 903 

4 866 

2 361 

- 

2 627 

2 813 

3 004 

Vote 4 - HEALTH 


1 

25 

174 

682 

915 

- 

996 

1 067 

1 140 

Vote 5 - COMMUNITY & SOCIAL SERVICES 


4 931 

5 267 

5 969 

7 551 

5 013 

- 

8 077 

7 488 

7 907 

Vote 6 - HOUSING 


24 655 

28 607 

8 017 

349 

364 

- 

336 

361 

385 

Vote 7 - PUBLIC SAFETY 


3 466 

5 646 

5 129 

4 839 

5 358 

- 

5 564 

5 955 

6 356 

Vote 8 - SPORTS RECREATION 


69 

101 

112 

125 

425 

- 

196 

208 

220 

Vote 9 - ENVONMENTAL PROTECTION 


- 

- 

- 

- 

~ 

” 

" 



Vote 10 - WASTE MANAGEMENT 


7 160 

5 954 

7 201 

15 067 

18 451 

- 

10 276 

10 942 

11 620 

Vote 11 - WASTE WATER MANAGEMENT 


11 778 

11 272 

14 082 

14 298 

15 760 

- 

16462 

17 502 

18 555 

Vote 12 -ROAD TRANSPORT 


5 279 

10 304 

10 098 

11 483 

8 506 

- 

12 349 

13 147 

13 957 

Vote 13 - WATER 


31 908 

19 395 

21 159 

22 857 

25 829 

- 

28 436 

30 262 

32 071 

Vote 14 - ELECTRICITY 


5 075 

6169 

6 703 

6 364 

6 351 

- 

7 741 

8 222 

8 709 

Vote 15 - OTHER 


- 

- 

- 

“ 

~ 

~ 




Total Expenditure by Vote 

2 

137 267 

132112 

128 853 

130 876 

132 853 

- 

137 557 

147 174 

156 271 

Surpi us/(Deficit) for the year 

2 

(28 415 

) 685 

644 

(3 064 

) 16 990 


(2 436 

) (7 579 

) (8 026 ) 


Explanatory notes to Table A3- Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1. Table A3 is the view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the Municipality. This means it is 
possible to present the operating surplus or deficit of vote. 


Table 11 MBRR Table A6- Budgeted Financial Position 


EC109 Kou-Kamma ■ Table A6 Budgeted Financial Position 


Description 

R thousand 

Tggg'fg — 

Re 

2012/13 

2013/14 

2014/15 

Current Year 2015/16 

2016/17 Medium Term Revenue & 
Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2016/17 

Budget Year 

+1 2017/18 

Budget Year 

+2 2018/19 

Current assets 

Cash 

C al! inveslment deposits 

Consumer debtors 

Other debtofs 

C urrem portion oftong-lerm receiv ables 
Inventory 

1 

1 

2 

5571 

3545 

12272 

847 

8288 

5492 

11333 

762 

166 

8627 

12112 

319 

524 

53885 

524 

57 266 

- 

- 

177 

9169 

12911 

340 

187 

7 900 
13 686 

362 

199 

8 401 

14 507 

386 

Total current assets 


22^ 

25 876 

21223 

54 4M 

57 790 

- 

- 

22 597 

22136 

23 493 

Non current assets 

Long-term receiv ables 

Investments 

Inveslmenl property 

Inv estment in Associale 

Property , plant and equipment 

Agricultural 

Biological 

Intangible 

Other non*curreni assets 

3 

25 411 

290 350 

669 

25377 

292251 

738 

25171 

301 612 

376 

198 261 

218314 

- 

- 

26 832 

321 518 

401 

28442 

340 767 

425 

30148 

361 236 

451 

Total non current assets 


316 430 

318 366 

327 159 

198 261 

218 314 

- 

- 

348 752 

369 634 

391 835 

lUIML Mddt 1 d 


338 665 

344 241 

WW 

252 670 

STnoT 

- 

- 

371 349 

— miw 

415 328 

LIABiimES 

Current liabilities 

Bank overdraft 

Borrowing 

Consumer deposits 

Trade and olher pay ables 

Provisions 

1 

4 

4 

105 

22304 

1279 

105 
32 585 
1223 

105 
34 952 

1589 

6 000 

16250 

6000 

16 250 

- 

- 

105 

37548 

1404 

105 
39 801 
1488 

105 

42 189 
1577 

Total current liabilities 


23 688 

33 913 

36 645 

22 250 

22 250 

- 

- 

39 057 

41 394 

43 871 

Non current liabilities 

Borrowing 

Provisions 

Total non current liabilities 


2 065 

3 261 

4 026 

1852 

1852 

- 

- 

4 291 

4 549 

4 822 



Tier 

3 261 

4 026 

1852 

nsT 

- 

- 

TW 

4 549 

JW 

IvlAL LIAdILIiIco 


JelsT 

WW 

wm' 

24102 

■24162 

- 

- 

WW 

45 943 

TOT 

NETASSETS 

5 

312 113 

307 068 

307 711 

228 568 

252 003 

- 

_ 

328 000 

345 827 

366 635 

COMMUNITY WEALTH/EQUITY 

Accumulaled Surplus/(Deficit) 

Reserves 

4 

312 113 

307 068 

307 711 

235 942 
(7 374) 

259 377 
(7 374) 

- 

- 

328000 

345 827 

366 635 

TOTAL COMMUNITY WEALTH/EQUITY 

5 

312113 

307 068 

307 711 

226 568 

252 003 

- 

- 

328 000 

345 827 

366 635 


Explanatory notes to Table A6- Budgeted Financial Position 


1 . Table A6 is consistent with International Standards of good financial management practice, and 
improves understandability for Councillors and management of the impact of the budget on the 
Statement of Financial Position (Balance Sheet). 

2. This format of presenting the Statement of Financial Position is aligned to GRAP 1, which is 
generally aligned to the International version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates items in order 
of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met 
from cash, appear first. 

3. Table 14 is supported by an extensive table of notes (SAS) providing a detailed analysis of the 
major components of a number of items, inciuding: 

• Call investments deposits; 

22 


• Consumer debtors; 

• Property, Plant and Equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the Community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption will 
impact on the cash position of the municipality and subsequently inform the level of cash and 
cash equivalents at year end. Similarly, the collection rate assumption should inform the budget 
appropriation for debt impairment which in turn would impact on the provision for bad debt. 
These budget and planning assumptions form a critical link in determining the applicability and 
relevance of the budget as well as the determination of ratios and financial indicators. In 
addition the funding compliance assessment is informed directiy by forecasting the statement of 
financial position. 

Table 12 MBRR Table A7- Budgeted Cash Flow Statement 
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Budget Year 

2016/17 
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Decrease (increase) in non-current investoienls 
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Explanatory notes to Table A7- Budgeted Cash Flow Statement 

1. The budgeted cash flow statement is the first measurement in determining if the budget is 
funded. 


2. It shows be expected level of cash inflow versus cash out-flow that is likely to result from the 
implementation of the budget. 


Table 13 MBRR Table A8- Budgeted Cash Backed Reserves 


EC109 Kou-Kamma « Table A8 Cash backed reserves/accumulated surplus reconciliation 
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Explanatory notes to Table AS* Cash Backed Reserves/Accumulated Surplus 
Reconciliation 

1 . The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 
MFMA Circular 42- Funding a Municipal Budget. 


2. In essence the table evaluates the funding levels of the budget by firstly forecasting the cash and 
investments at year end and secondly reconciling the available funding to the 
liabilities/commitments that exist. 


3. The outcome of this exercise would either be a surplus or deficit. A deficit would indicative of 
non-compliance with MFMA requirements that the municipality's budget must be ‘funded” 

4. Non-compliance with Section 18 of the MFMA is assumed because a shortfall would indirectiy 
indicate that the annual budget is not appropriately funded. 

5. Considering the requirements of Section 18 of the MFMA, it can be conciuded that the proposed 
2015/16 MTREF was sufficiently funded owing to the increased reserves. 
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2. Municipal Manager’s quality certificate 


I, Sabelo Nkuhlu, Municipal Manager of Koukamma Local Municipality, hereby certify that the 
2016/17 Draft Annual Budget and supporting documentation have been prepared in accordance 
with the Municipal Finance Management Act and the Municipal Budget and Reporting Regulations, 
and that the Annual Budget and supporting documents are consistent with the Integrated 
Development Plan of the Municipality. 


Print Name: SABELO NKUHLU 



Date: 30 MARCH 2016 





